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REPLY TO: 

Auditor General Representative (APL) 

P. 0. Box 8155 
S. W. Station 
Washington, D. C. 


13 May 1965 

SUBJECT: , Review of Proposals for Two (2) ^¥F Contract s 


TO 

REF 


Contracting Officer 

Proposal No. GN -8652 dated 20 March 1965 , and 
GN -8653 dated IT March 1965 


1. In accordance with oral request, a review was made of the 
subject proposals prior to the pricing conference and the auditor 
attended the negotiation meeting at the contractor’s plant on 5 jy 
1965 . The proposals were made for the pujrpose of definitizing 
contracts M 33 (657) -14350 and »33(657)-l4351. ^ ^ 

* ] Developmen t at a proposed estimated Pgi ce °i 


Ind the latter for[ 


lat an 

aa-HmatpA price 'of I Subsequent to the submission of the 

proposal under contract AF33 (657) -14350, certain Items were eliminated 
from the requirements which resulted j in a revised pr oposal ^om 
nontractor for a n estimated price of a re 


2 The review included evaluation of the proposed labor rates, 
the engineering and manufacturing burden rates, the material handling 
overhead rate and the general and administrative expense rate. The 

contractor’s. material price estimates were largely ^^ubsteSbial 
catalog prices and telephone quotes. The auditor made substantial 
tests of the accuracy of the catalog priceB. The direct labor hours ^ 
proposed, the mix thereof, and the direct material requirements under 
the contracts were reviewed by government technical personne . 


USAF review(s) completed. 
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3. Results of Review: 

a. The labor rates utilized by the contractor in this proposal 
were the rates approved for forward pricing by the Air Force on 
20 June 1963. The contractor is presently preparing to propose 
new rates based on current conditions which are higher than those previously 
approved in most instances. However, the use of the old rates appears 
to be reasonable for this pricing action aB the net increase in the 
rates is not sufficient to cause a significant distortion. _ The 


r&oes JLO X1U U a UJL ± loitiiu w o , , , 

Engineering Overhead rate of proposed by the contractor is not 25X1 A 

_ _ - .1 f -P 4-Vm -P*i a 00 VPRT 


considered acceptable, based upon experience of the prior fiscal year 
and the first half of the current fiscal year (ending 28 Februa ry 1965) 
This matter was discussed with the contractor's representative^ 

1 _ . . 1 . k-io-ra Tn 


who concurred 


mRt.firiarnandllng rate ol 


n th 


.e reasonableness of a 


Irate . The 


1U . . ,, a iaw; and the general and administrative expense 

rate ofl Tproposed by tEecontractor appear low based upon current 
year tocEte experience but the influx of anticipated increased volume 
should tend to bring the actual rates for the full year in line with 
these proposed rates. 

The results of the review, as detailed in Exhibit A, are 
summarized as follows : 


25X1 


Proposed 
by Contractors 


Auditor's Findings 
AcceptecT Questioned 


Proposal No. GN-8652 
Estimated Costs: 

Original proposal 
Less : Requirements 
25X1 A eliminated 


Plus : Requirements 
added 

Adjusted Proposal 
Fixed Fee 
Estimated Price 


Proposal No. GN-865I 
Estimated Costs 
Fixed Fee 
Estimated Price 

It was agreed between the Contractor and the Contracting Officer that an 
additional requirement is to be included i nthe work set forth in 
Proposal No. GN-865I for the purchasing ofl, . □of outside consulting 25 

* - - • - ' « 1 1 LJ — -C* I I -£Q 25 


services to assist in the evaluation of the operation of the 




Approved For Release 2003/12/18 : CIA-RDP69B00279R000200080009-7 





Approved For Release 2003/12/18 : CIA-RDP69B00279A900200080009-7 


effort is in addition to 


be developed under the contract. This i , 

the price shown above and is not to bear any Durden or fee. 

4. The amounts shown as accepted by the auditor, in paragraph 3 
above, were agreed to by the contractor. 

✓ 


25X1 


WILLIAM F. EDWARDS 

Auditor General Representative (APL) 
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